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This memorandum is intended to provide clarification on the requirements of State
agencies and sponsors to collect applicable CACFP debt from terminated providers.

In most instances, any unearned funds paid to a provider by a sponsor must be
recovered by the Michigan Department of Education (MDE) from the sponsor. The
sponsor must decide whether to pursue the collection of the funds from the
provider taking into account the impact their action has on the sponsor's viability
and any statement it may make regarding their accountability. No federal funds,
including CACFP administrative funds, may be used in the repayment of unearned
funds.

Any decision by MDE to forgo collection of an obligation incurred by a sponsor on
behalf of one of its day care home providers should be the exception rather than
the rule. The MDE may elect not to require the sponsor to repay unearned provider
payments only to the extent that the sponsor is able to demonstrate that it was not
responsible for the overpayment and that it had made every reasonable effort to
recover the funds. Although possible, there are few instances where a provider is
overpaid in which the sponsor bears none of the responsibility.

A sponsor is responsible for debts it incurs on behalf of its providers by virtue of
their failure to comply with program requirements.

Please contact our office at (517) 373-7391 if you have any questions about this
subject.
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